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This invaluable textbook captures the profound dynamism in the inter- 
national political economy. Like Lairson and Skidmore’s earlier work, 
the new book provides a sophisticated synthesis of the intersection of 
politics and economics, and treats the student with respect, even as it 
explains complicated issues or concepts. The new volume incorporates 
the 2008 global fiscal crisis, the full emergence of China as a global 
power, and the ever-changing politics of global inequality, sustainable 
development, and environmental diplomacy. This book will be a welcome 
addition to the international political economy classroom! 

Gregory White, Smith College 


This book is by far the most comprehensive, insightful, and accessible 
introduction to the rapidly expanding field of international political 
economy. The authors expertly draw upon both theoretical perspectives 
and real-world experience to offer an analysis of global political economy 
that is unsurpassed by any other textbook. 

Francis Adams, Old Dominion University 


This is probably the best comprehensive textbook treatment of the inter- 
national political economy field, and ideal for an advanced course on 
international political economy or globalization. It provides students 
with needed background in political science theory and the history of 
globalization, and includes an excellent discussion of economic concepts 
necessary to study the politics of trade, finance, and development. Lairson 
and Skidmore then apply these concepts to the central questions of 
modern globalization, such as the global economic crisis of 2008, the rise 
of China, and environmental sustainability. 

Sean D. Ehrlich, Florida State University 


This is a classic in the undergraduate curriculum. Lairson and Skidmore 
offer a first-rate introduction to the study of international political 
economy that provides students with a wealth of perspective and infor- 
mation about the causes and consequences of globalization. Today’s 
students will be well served to begin their analysis of the past, present, 
and future of global economic relations with Lairson and Skidmore’s 
excellent new edition. 

Orfeo Fioretos, Temple University 
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International Political Economy 


This text offers a rethinking of the field of international political economy in an 
era of growing but uneven globalization. Even as global integration advances, 
states play central roles as partners with the largest of global firms, as the cata- 
lysts of competitiveness and economic growth, as the creators of global institu- 
tions, and in promoting and responding to global interdependence. Indeed, the 
struggle for power and wealth within and among states underscores the primacy 
of politics in understanding current realities. At the same time, new issues and 
actors complicate the global agenda as it expands to address the environment, 
global health, and food security. By offering a clear explanation of basic concepts, 
contextualizing the presentation of theoretical debates, and placing current events 
in historical context, International Political Economy ensures students a deep 
understanding of how the global economy works and the ways in which global- 
ization affects their lives and those of people around the world. 


Key Content and Features 


Engages debates over the reach and significance of globalization. 

Examines the sources and consequences of global financial instability. 

Explores the origins and consequences of global inequality. 

Compares various strategies of development and state roles in competitiveness. 

Discusses the role of key international economic institutions. 

Considers the impact of the rise of China on the global economy and the 

potential for war and peace. 

e Illustrates collective efforts to fight hunger, disease, and environmental threats. 

e Includes numerous graphs and illustrations throughout and end of chapter 
discussion questions. 

e Links key concepts for each chapter to a glossary at the end of the book. 

e Provides a list of acronyms at the outset and annotated further readings at 
the end of each chapter. 

e Offers additional resources on a website related to the text, including a list 

of links to IPE-related web pages. 


Thomas D. Lairson is Visiting Professor of Political Science at Jindal Global 
University and Emeritus Professor of Political Science at Rollins College. 


David Skidmore is Professor of Political Science at Drake University. 
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Preface 


The present volume is the product of collaboration between the authors 
dating back a quarter-century.* Between 1992 and 2003, we produced 
three editions of a successful textbook on international political economy. 
After a lengthy hiatus, we once again took up the challenge of explaining 
the workings of the global political economy to students who are new to 
the topic. The result is the current book, which represents not just an 
updating of our previous work, but a rethinking of how to present the 
field of international political economy under conditions of advanced 
globalization. The designation of the present volume as a first edition 
reflects this thorough reorganization and our new collaboration with 
Routledge Press. 

A number of important themes and objectives carry over from our 
earlier work. We strive for clarity and readability without sacrificing 
sophistication or rigor. We recognize the difficulties that students face in 
mastering a subject that lies at the intersection of two complex fields — 
political science and economics. We address this challenge in several 
ways. First, we devote a full chapter to basic concepts in each discipline. 
Second, we review, compare, and work to move beyond basic theoretical 
perspectives in international political economy, including liberalism, 
realism/statism, and Marxism. Third, we offer historical depth through a 
review of the uneven path of globalization over the past 200 years. We 
believe that the resulting volume is accessible enough to be used as a 
supplement in an introductory course on international relations, but 
challenging enough to be assigned as a main textbook for upper-level 
courses. 

Topically, the present volume has been fully updated to reflect recent 
events and policy debates. In particular, our book: 


e considers the new forms and structures of globalization; 
e examines debates over the reach and significance of globalization; 


* For the record, Professor Lairson is the primary author of Chapters 2, 4, 5, 7, 8, 9, and 
12; Professor Skidmore is the primary author of Chapters 1, 3, 6, 10, and 11. 
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explores alternative models for how globalization should be governed; 

examines the sources of global financial instability; 

explores the origins and consequences of global inequality; 

compares various strategies of development and state roles in 

competitiveness; 

e discusses the role of key international economic institutions; 

e examines the impact of the rise of China on the global economy and 
the potential for war and peace; and 

e examines collective efforts to fight hunger, disease, and environmental 

threats. 


Throughout the volume, we call attention to the primacy of politics. 
Even under conditions of increased globalization, states continue to play 
central roles in steering management of the global economy, national 
development paths, and economic outcomes. In sum, our aim is to offer 
students a deep understanding of how globalization affects their lives and 
those of people around the world. 

The text includes a number of useful pedagogical features, including 
numerous graphs and illustrations, key concepts for each chapter linked 
to a glossary, discussion questions and annotated bibliographies at the 
end of each chapter, and a list of acronyms. A website related to the text 
offers additional resources, including a list of links to international polit- 
ical economy-related web pages. 

We thank the editors at Routledge for their assistance in guiding the 
book to completion. Also, we appreciate the suggestions provided by the 
following reviewers: Francis Adams, Gregory C. Dixon, Roxanne Lynn 
Doty, Orfeo Fioretos, Robert J. Franzese, Jr., Steven Hall, Sandra 
Joireman, George Shambaught, Martin Staniland, Kenneth P. Thomas, 
and Gregory White. Finally, we each thank our spouses, Sally Lairson 
and Charlene Skidmore, for their patience and support. 


Thomas D. Lairson and David Skidmore 
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1 International Political 
Economy 


As Jill catches the morning news before rushing to work, she learns of 
violence in the Middle East, protests against budget cuts in some debt- 
riddled European country, and new export data from China. The latest 
numbers from financial markets in New York, London, Frankfurt, and 
Singapore scroll across the bottom of the screen. On her morning 
commute, she fills up her car — a South Korean brand — with gasoline that 
originated in Venezuela. At the office, she hears rumors about jobs in the 
firm being outsourced to India. Jill spends the morning banging away on 
an office computer that was assembled in Guangdong, China, but that 
includes components from a dozen different countries. A conference call 
during the afternoon brings together marketing directors from Brazil, 
South Africa, Italy, and Indonesia. On the way home, she stops to pick 
out a toy produced in Vietnam for her son’s birthday. The take-out 
dinner she enjoys that night was prepared by a chef who recently 
emigrated from Hong Kong. As Jill catches up on Facebook before bed, 
she scrolls through wall posts updating her on the lives of friends from 
half a dozen different countries. 

Such is a typical day in a globalizing world. While it is easy to take for 
granted the degree to which our lives have become intertwined with those 
of peoples beyond our country’s borders, globalization is, in reality, the 
product of a complex and rather extraordinary set of political and 
economic dynamics. Globalization is neither automatic nor inevitable 
and its consequences are far-reaching and varied. Understanding how the 
global economy works - and for whom - is a challenging task but essen- 
tial to comprehending the world. 

This book draws upon the relatively young field of international polit- 
ical economy to explore the causes and consequences of globalization. 
Although its intellectual roots can be traced back much earlier, the 
contemporary field of international political economy was born in the 
early 1970s as a hybrid between the disciplines of economics and polit- 
ical science.’ Scholars began to appreciate that the growth of interna- 
tional interdependence — a phenomenon later called globalization - could 
not be adequately grasped by either economists or political scientists 
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working in isolation. Rather, the political and economic dimensions of 
globalization must be analyzed in conjunction with one another. 

While at one level, this may seem an obvious statement, in fact popular 
discourse in the media and among politicians and pundits often obscures 
or oversimplifies the relationships among politics, economics, and inter- 
national interdependence. The financial crisis of 2008 offers a case in 
point. The near-collapse of the US financial system cut the net worth of 
American households by half while pitching the US economy into a 
lasting recession that cost millions of jobs. Media commentary on the 
crisis sought to fix blame on greedy bankers, crooked mortgage brokers, 
profligate borrowers, incompetent credit agencies, and lax regulators. 
Often overlooked was the role played by America’s imbalanced relation- 
ship to the global economy. In other words, the international dimensions 
of the crisis were often not fully appreciated. 

In the years leading up to the crisis, large US trade deficits left major 
trading partners in possession of huge pools of American dollars. These 
dollars made their way back into the US economy as loans or invest- 
ments. Combined with lax US monetary policy, the effect of these inflows 
of capital was to push down interest rates. Access to cheap loans encour- 
aged home buying, pushing up housing prices. As the value of their homes 
shot up, Americans borrowed against the equity in their homes to finance 
expanded consumption. For their part, investors sought higher returns in 
a low interest rate environment by lowering lending standards and 
accepting greater risk. All of this fed a speculative bubble in the housing 
market that finally burst in 2008 as homeowners began to default on 
inflated mortgages. While much of the drama played out on Wall Street, 
in Washington, DC and in communities across the United States, the 
international roots of the financial crisis lay in Americans’ growing 
dependence upon foreign borrowing to finance excess consumption. 

In other cases, the economic motivations for a new policy initiative 
may be evident, but the political dynamics are unclear. Why, for instance, 
did the United States give such priority to the recently completed Trans- 
Pacific Partnership (TPP), a multilateral agreement that will remove 
many barriers to trade among countries in Asia and the Americas that 
border on the Pacific Ocean? The economic motivation is easiest to spot. 
The TPP represents a step toward freer markets, as prescribed by econo- 
mists. Participating states will each realize gains as greater international 
specialization creates expanded openings for trade and profit. 

From another perspective, however, the TPP is also about power poli- 
tics. The terms of the agreement require that participating states adopt 
free market policies that favor private over state-owned enterprises 
(SOEs). This effectively excludes China, whose economy remains heavily 
dependent upon state guidance and state-owned enterprises. As a result, 
the TPP, should it be successful, will likely enhance US political and 
economic influence in Asia at China’s expense. The terms of the agree- 
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ment will also serve to discourage other Asian countries from emulating 
China’s statist economic model, instead locking them into the kind of 
pro-market policies that the United States favors. 

While China’s exclusion thus offers relative gains for the United 
States, the United States will also gain should China someday join the 
Partnership. China’s participation would require it to abandon some of 
the state economic controls that the United States finds most objection- 
able. Either way, the TPP serves American political, as well as economic, 
purposes. 

Finally, there are cases where international political disagreements 
hide underlying economic factors. China, Vietnam, the Philippines, 
Brunei, Malaysia, and Taiwan each claim sovereignty over all or part of 
the small islands and surrounding waters of the South China Sea. 
Untangling the competing legal and historical claims has been rendered 
all the more complicated by the economic stakes. The area not only 
straddles key shipping lanes and fishing grounds, but is also thought to 
contain large underwater oil reserves that each nation is eager to exploit. 

As these examples suggest, understanding how states manage interna- 
tional interdependence requires that we draw upon theories and concepts 
from the fields of both economics and political science. As is typical in the 
social sciences, there is no universally accepted theoretical approach to the 
study of international political economy. Rather, there exist a number of 
competing perspectives, each of which conceptualizes the relationship 
between political and economics in distinct ways. This chapter examines 
these contending theoretical approaches to international political economy. 
Since these perspectives differ in how they understand globalization and its 
impacts, mastering the underlying logic of each will help us navigate policy 
debates over how globalization should be managed. 

Understanding anything as complex as international political economy 
requires, somewhat paradoxically, that we make it simpler. This is 
usually done by developing ideas about how the system works by focusing 
on one main factor that affects outcomes. In the study of international 
political economy, three of these broad perspectives have been impor- 
tant. One perspective focuses on markets, one on states, and the third on 
class power. Each seeks to explore the implications and effects of a given 
factor for international political economy. The assertions of each perspec- 
tive come in two main forms. First is a policy preference that emphasizes 
how choices in political economy should be made. Second is a claim 
about how we should study international political economy, which comes 
down to asserting the primacy of one causal force over others. 


Three Perspectives on International Political Economy 


The study of international political economy has been shaped by three 
overarching perspectives: liberalism, realism/statism, and Marxism. 
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These sets of ideas about political economy function at two levels. First, 
they structure social scientific research programs that arise from collabo- 
ration among communities of like-minded scholars. Second, these ideas 
also work as ideologies that are employed by political actors whose 
interests are served by the growing influence of particular ideas over 
others. While we will describe liberalism, realism, and Marxism as these 
perspectives are understood and employed by scholars, it is important to 
keep in mind that ideas are seldom neutral or disinterested, but instead 
reflect certain values and interests and are employed by political actors in 
service of their particular goals. 


Liberalism 


Liberal scholars focus on the role that markets play in providing for 
the efficient exchange of goods, services, and labor among individuals 
and firms. Liberals make two very important assertions: first, that unim- 
peded markets provide the greatest economic welfare for the largest 
number of people; and second, that market operations define the political 
choices of governments and individuals.* Thus, liberals assert the correct 
way to study and analyze international political economy is through the 
role of markets, thereby attributing little independent force to politics 
itself. 

Liberalism can be traced to the writings of eighteenth-century Scottish 
philosopher Adam Smith and the later work of early nineteenth-century 
economist David Ricardo.*? With respect to international economics, 
Smith sought to counter the dominance of mercantilist thinking, which 
prescribed that states simultaneously protect their economies from 
imports while promoting exports so as to earn growing reserves of gold 
through trade. Smith argued instead that free trade was the superior path 
to wealth, even where other states continued to practice protectionism. 
Ricardo elaborated upon this thesis by demonstrating that trade was 
desirable and beneficial for both states, even in cases where one party was 
the low-cost producer across all categories of goods (i.e., the theory of 
comparative advantage, explained in Chapter 2). 

This defense of free trade — later expanded to encompass the free 
movement of capital across borders — continues to serve as a core belief 
for liberal economists. It is grounded in the view that unimpeded markets 
serve as the most effective mechanisms for allocating resources to their 
most efficient uses and therefore maximize overall social welfare. 
Competition among private firms driven by the profit motive both pushes 
down costs and ensures that production is directed toward the satisfac- 
tion of consumer wants. Modern economic theory recognizes a variety of 
exceptions to this generalization, some warranting corrective action by 
states. Nevertheless, the work of mainstream economists is mostly 
focused on ways to perfect markets and to extend their reach. 
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Within the field of political science, liberal scholars focus on the polit- 
ical arrangements most likely to promote international economic open- 
ness. While markets are thought to maximize overall social welfare, not 
all individuals and groups gain equally. In particular, growing exposure 
to international trade creates both winners and losers within society. 
Scholars have developed models for identifying which groups will gain 
from the removal of barriers to trade and which groups will be harmed. 
Those business firms and workers who stand to lose from lower-priced 
imports often organize to lobby government for protection from compe- 
tition. Whether such interests succeed in gaining protection depends 
upon a variety of factors, including the counterpoising efforts of free 
trade interests, the ideological views of policymakers, and the legal and 
institutional design of electoral systems, legislatures, and bureaucracies 
that have influence over trade policy. 

As an example, agricultural interests in the United States, Europe, and 
Japan have succeeded in lobbying for government subsidies that harm 
consumers and taxpayers in these countries while also curtailing export 
opportunities for lower-cost producers in the developing world. This 
pattern is partly rooted in electoral systems that give disproportionate 
voting power to rural residents. Liberals have suggested a variety of 
means to dampen the influence of protectionist interests, such as insu- 
lating the policymaking process from protectionist pressures or compen- 
sating those groups who stand to lose from open trade.* 

Another set of potential obstacles to realizing international economic 
openness arises from the anarchic and competitive nature of the interna- 
tional state system. There exists no higher authority at the global level to 
impose openness to trade upon independent states. Openness must thus 
arise through voluntary cooperation among states. Such cooperation 
may be difficult to arrange, particularly since, as we have seen, states face 
domestic resistance from groups that stand to lose from freer trade. 
Moreover, cooperation among as many as 200 independent states raises 
collective action problems. States may seek to push burdens onto others 
rather than carry their fair share of the costs, or may cheat upon agree- 
ments in an effort to gain short-term advantage. The growing discord 
that surrounds global trade negotiations illustrates these obstacles. 

One way in which states overcome such impediments is by creating 
institutions, or sets of rules and norms, that ease collective action prob- 
lems through sharing information, bundling issues, establishing norms of 
behavior, defining and monitoring cheating, and specifying mechanisms 
for dispute resolution and enforcement. Liberal scholars have developed 
theories that explain the demand for international economic institutions 
and prescribe their most effective design for various purposes.° 

From a liberal perspective, globalization is a logical and nearly 
inevitable process driven by the gains to be had by extending markets 
beyond the borders of national economies. While globalization is 
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accompanied by painful adjustments on the part of some groups, the 
benefits are thought to far outweigh the losses. Markets serve as the 
driving force underlying globalization, while states face a rather simple 
choice between adapting policies to the needs of the global marketplace 
or allowing opportunities for growth and prosperity to slip from their 


grasp. 


Realism and Statism 


Like liberals, realists/statists make assertions about what matters the 
most in international political economy and this leads them to conclu- 
sions about policies and methods of analysis. Though related, realism 
and statism emphasize different aspects of this subject, with realists 
focused on the relations among states and statists keen to consider how 
governments and markets should be related. 

Realists® focus on the competition among states for power and 
security within an anarchic international order. In this sense, interna- 
tional political economy is treated as a subfield within international rela- 
tions. For liberals, the principal goal for states in their economic relations 
with one another is to maximize their own society’s wealth. Wealth is an 
absolute good in the sense that all states can grow wealthier (or poorer) 
together. Moreover, liberal economic theory claims that international 
cooperation in the form of coordinated movement toward freer trade is 
an important mechanism for gaining wealth. Thus, the independent 
pursuit of wealth by individual states readily leads to cooperative efforts 
to achieve this goal. 

Realists, on the other hand, argue that states value power above all else. 
In an anarchic self-help international system, states must be concerned 
about survival in the face of possible aggression by other states. Power is 
critical to security and survival, as well as more ambitious goals. While 
wealth is an important prerequisite for power, the two are not identical 
goals for states. Unlike wealth, power is a relative good. Power has to do 
with a state’s ability to prevail in a contest for influence with other states 
(even up to the point of war). More power for one state necessarily means 
less power for some other state. From a realist perspective, international 
relations is therefore an inherently competitive game. 

This is no less true of economic relations than in the spheres of political 
and military relations. Realists therefore interpret international economic 
institutions in a very different manner than liberals. Among great powers, 
states will be reluctant to enter into any ongoing economic relationship 
that promises to shift the balance of power in an unfavorable direction. 
This may mean foregoing an opportunity for absolute gains if a state 
calculates that a potential rival will gain more in relation to the initial 
power balance. During the Cold War, for instance, the United States 
passed up opportunities to gain from trade and investment with the 
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Soviet Union out of fears that such exchanges would contribute to the 
relative growth of Soviet political and military power. 

Moreover, realists assert that states will be reluctant to rely upon inter- 
national markets to supply certain strategic goods that are considered 
necessary on security grounds. For instance, states may wish to protect 
their ability to supply essential foodstuffs or energy from their own 
resources even if doing so is costlier than importing the same goods from 
other states. Similarly, resources, industrial capacities, and technologies 
considered critical to military defense may be shielded from foreign 
control. 

While for liberals the key criterion in judging a proposed international 
economic relationship is whether it promises to enhance a nation’s 
wealth, realists believe that states also consider the effects of interna- 
tional interdependence upon their power and autonomy. One conse- 
quence is that international economic institutions are unlikely to be 
designed in ways that maximize overall global welfare. Instead, they will 
reflect and preserve an existing distribution of power among the partici- 
pating states. Unless states are convinced that the gains from interna- 
tional exchange will be distributed roughly proportional to the hierarchy 
of power, then agreement will prove impossible because states that stand 
to lose in a relative sense will decline to participate. 

From a realist perspective, international economic institutions are first 
and foremost venues through which power relations are enacted and only 
secondarily, if at all, instruments for realizing the liberal goal of free 
trade. Indeed, some institutions serve to restrict and constrain markets 
more than to expand or enhance them. Realists do not reject the reality 
of globalization, but instead treat it as a competitive process driven by 
states rather than markets. Globalization, from a realist perspective, 
reflects rather than displaces the struggle for power among states. It is 
also contingent rather than inevitable. Globalization can — and has in the 
past — become victim to intensifying power struggles among great powers. 
Markets are thus subordinate to politics. 

Statism is distinct from but closely related to realism. While realists 
focus mostly on relations among states, statists examine the relationship 
between states and markets. In particular, statists take issue with the 
liberal view that markets function best when the role of the state in the 
economy is limited to a few essential functions (e.g., protecting private 
property, issuing currency, providing public goods, etc.). Instead, statists 
advocate a far more expansive role for the state in steering economic 
growth, especially in the early stages of development. Statists point 
out that, historically, few, if any, successful developers followed liberal 
free market prescriptions. Far more commonly, states actively intervened 
in markets, often through public-private partnerships. This is true, for 
instance, throughout East Asia, which has been the most rapidly growing 
region of the world in the past half-century.’ 
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States in successful developing societies have protected infant indus- 
tries, selectively managed the flow of foreign investments, allocated credit 
and foreign exchange to targeted industries, supported the development 
and acquisition of new technologies, set product and industrial stan- 
dards, retained direct ownership over firms in strategic sectors, and 
pursued tax and financial policies that boosted the rate of national 
savings. Through so-called “industrial policies,” states have not been 
content to allow the market to determine their nation’s areas of compar- 
ative advantage in international trade, but have instead acted to shift 
underlying factor endowments so as to create new and more rewarding 
areas of comparative advantage. 

Statists argue that such strategies are often effective because they 
involve state action to correct market failures — cases where markets 
acting alone produce inefficient or suboptimal outcomes. Markets fail 
under a number of conditions: when a few buyers or sellers hold power 
over prices, when negative externalities are high, when some market 
participants possess private information, when entry barriers are high, 
and when there exist increasing returns to scale. Statists argue that market 
failure is far more common than liberal economists acknowledge and 
that such conditions create both the need and opportunity for corrective 
action by states. 


Marxism 


A third perspective on international political economy is inspired by 
the work of nineteenth-century German political economist Karl Marx. 
Marx developed a wide-ranging critique of capitalism centered on the 
notion of class and the power relations that result from these social 
divisions. In the simplest terms, capitalist societies are divided between 
those who own or control the means of production and those who engage 
in wage labor. Power and wealth are concentrated among owners, or 
capitalists, who extract value from the labor of those under their employ. 
This conflict of interest between the capitalist class and the working class 
constitutes the core insight of Marxist thought.® 

From a Marxist perspective, the state in a capitalist society serves the 
interests, first and foremost, of business. The state is neither the neutral 
referee of liberal thought nor the active promoter of a singular national 
interest as realists would have it, but instead an instrument of class rule. 
This does not mean that labor unions or other groups have no influence 
or representation. It does mean that the state seeks above all to preserve 
capitalism and is particularly responsive to the desires of the largest 
banks and business firms, whose decisions directly impact the health of 
the overall economy. 

While Marx did not develop a theory of international relations, thinkers 
influenced by Marx’s work have sought to do so. Writing in 1902, English 
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economist John Hobson argued that late nineteenth-century imperialism 
was the product of a tendency for capitalist economies to overproduce 
and underconsume. The concentration of wealth meant that the invested 
savings of the wealthy fueled industrial expansion beyond the limited 
capacity of the working classes to absorb at profitable prices. Falling 
profits at home prompted investors to seek overseas outlets for their 
capital and goods. European governments used colonialism as a method 
for securing such markets.” 

Russian revolutionary Vladimir Lenin argued that the expansionist 
imperatives identified by Hobson would inevitably lead to rivalry among 
the imperialist powers as each state’s efforts to avoid economic collapse 
through colonization produced intensifying territorial disputes. Lenin 
saw capitalism’s tendencies toward imperialism and war as a key contra- 
diction that would lead eventually to the system’s demise.'® 

The 1960s and 1970s brought a wave of Marx-inspired dependency 
and world-systems theories that sought to explain the vast inequalities 
among countries and regions in the global economy (discussed in greater 
detail in Chapter 6). Immanuel Wallerstein argued that the class divisions 
within capitalist societies are mirrored by the hierarchical division of 
the world economy into core, semi-peripheral, and peripheral zones.'! 
Wallerstein thus took direct aim at liberal modernization theories, which 
posited a singular path to development; one first blazed by today’s rich 
countries but which was available to those poor countries who emulated 
earlier developers and pursued integration into the world economy. 
Wallerstein instead argued that the wealth gap between core and periph- 
eral countries was both permanent and functional from the perspective of 
the core states. Northern wealth depended in crucial ways on surplus 
value extracted from semi-peripheral and peripheral countries. In turn, 
the poverty of the majority of the world’s people was a product of exploi- 
tation by core countries. While individual countries might move upward 
or downward in this hierarchy, the overall structure that privileged a 
wealthy core over subordinate peripheries was a permanent feature of the 
world capitalist economy. 

While Lenin believed that the main contradiction within global capi- 
talism pitted rival imperialist states against one another and Wallerstein 
emphasized the conflict between core and periphery, the recent work of 
William Robinson has returned to the class conflicts that stood at the 
heart of Marx’s own thought.’* Robinson argues that a transnational 
capitalist class has emerged that seeks to create global rules and institu- 
tions for the management of globalization. In previous eras, the produc- 
tion networks of capitalist firms seldom extended much beyond the 
nation-state. Products were manufactured within one country and traded 
for products wholly produced within other countries. As a result, even 
large business firms had a largely national character. Their profits 
depended upon production within the home country and they developed 
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strong ties with home country governments, who guarded the interests of 
“national champions.” 

Today, by contrast, production networks may extend across many 
countries, with particular segments of the production chain located 
wherever the greatest efficiencies can be found. The largest multinational 
firms are denationalized — their ownership, management, production, and 
distribution are all highly transnational in scope. This weakens the depen- 
dence of such firms on given countries and states. Instead, transnational 
business has an interest in strengthening global rules and institutions that 
ensure corporate rights across the many national domains in which they 
operate. The national imperial rivalries of Lenin’s day give way to a global 
political order in which states are incorporated as subordinate actors. For 
Robinson, the central contradictions within capitalism pit transnational 
capital on the one hand against workers and smaller firms that remain 
local or national in scope on the other hand. The labor forces of different 
countries are forced to compete for the investment of transnational firms, 
thus bidding down wages and weakening unions. Smaller nationalist busi- 
ness firms are also disadvantaged by the competition to which they are 
exposed as protectionist barriers and national regulations are dismantled. 
For Robinson, globalization is a process managed by large transnational 
firms against resistance from labor movements and smaller national firms 
around the world. 


Other Perspectives 


Beyond liberalism, realism, and Marxism, the study of international polit- 
ical economy has expanded to incorporate a number of newer intellectual 
approaches in recent years, including constructivist, feminist, and ecolog- 
ical perspectives. As with all perspectives, these focus on different (and, 
they would say, neglected) features of international political economy. 
Constructivist theories draw upon concepts from the field of sociology 
to explore the ways that ideas, norms, identities, and roles shape the 
behavior of political and economic actors and their interactions. In seeking 
to understand the influence of international institutions such as the 
International Monetary Fund (IMF) or the World Bank, a constructivist 
scholar would be interested not only in the size of the financial resources 
controlled by such institutions, but also the role that they play in both 
creating and disseminating ideas and norms concerning appropriate 
responses to debt crises, which public interventions to combat poverty are 
likely to be most effective or other policy questions of concern to devel- 
oping country governments. From a constructivist perspective, ideas are 
systems of meaning that both steer the behavior of various actors and 
serve as sources of social power within the global economy." 

Feminist approaches to international political economy focus upon the 
ways that global economic structures reflect and reproduce underlying 
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gender disparities and systems of patriarchy. In some societies, for 
instance, immigrant domestic workers — overwhelmingly female — lack 
effective legal protections against exploitation and mistreatment. The 
low pay and poor working conditions common among workers in 
segments of the highly globalized textile industry are possible in part 
because the largely female workforce lacks alternative economic oppor- 
tunities or political representation in many countries. Young women 
from impoverished circumstances are often victimized by human traf- 
ficking networks operating across national borders, and by the spread of 
sex tourism. By exploring these problems, as well as the policies adopted 
by international institutions and aid programs toward issues such as 
birth control, the economic empowerment of women and female educa- 
tional opportunities, feminists seek to uncover the gendered nature of 
globalization." 

An ecological approach to international political economy begins with 
recognition that virtually all economic activity is dependent upon the 
extraction and processing of finite resources from nature. Drawing upon 
biology, ecological international political economy employs such concepts 
as carrying capacity, the global commons, and ecological footprints to 
examine whether the combination of historically unprecedented popula- 
tion growth and massive industrialization of the past two centuries is 
sustainable. Many ecological studies have concluded that the present 
global economy has already breached the natural carrying capacity of the 
earth and that radical changes in lifestyles and processes of production 
and exchange are inevitable. Ecological international political economy 
explores the ways in which various political and economic features asso- 
ciated with globalization exacerbate resource strains and distribute 
ecological risks unequally across societies and populations.”° 


Major Themes: The Primacy of Politics 


In this book, we do not adopt any singular perspective, but instead 
draw ideas from various schools of thought. From liberalism, we take the 
key insight that markets are powerful mechanisms for enhancing effi- 
ciency and growth. Also, liberalism helps us understand how and why 
international economic institutions are created. Realism, however, is 
necessary to understand the more competitive aspects of international 
economic relations, especially under circumstances where states have 
particular reason to be concerned about power and security. Statism 
offers a useful corrective to limited liberal understandings of the ways 
that state action can promote growth and development. And Marxist 
perspectives help us better understand the sources of inequality by under- 
lining the power of capital and the ways that the rules of the international 
economic system reflect the interests of core states and transnational 
business. 
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Throughout this book, we emphasize the primacy of politics. Politics 
shapes globalization and the international economic order in several 
senses. 

First, all economic activity takes place within a set of legal and institu- 
tional structures created by states. Indeed, markets could not function 
without states to ensure property rights and enforce contracts. Moreover, 
all firms operate within the jurisdictions and legal regimes of those states 
in whose territory they do business. State primacy ultimately rests in its 
monopoly over the means of legitimate coercion. 

Second, markets do not serve as the last word for actors who are 
dissatisfied with the outcomes of market competition. Business firms, 
banks, labor unions, and other economic actors have the option of over- 
turning, altering, or compensating for market outcomes by appealing for 
state action. 

Third, politics has a logic of its own that is distinct from economic 
logic. Liberal economists often assume that states that have created insti- 
tutions or pursued policies that appear irrational from an economist’s 
point of view do so out of simple ignorance. They therefore write reports 
or visit foreign capitals with the expectation that once the proper advice 
is given, the government will alter course and pursue pro-growth policies. 
But political actors often have good reasons, from the perspective of their 
own power, survival, and enrichment, to pursue policies that benefit 
themselves at the expense of particular groups or even the society as a 
whole. Even where political leaders wish to serve the public interest, they 
cannot afford to prioritize economic efficiency over political stability. 
When a country accumulates too much international debt, for instance, 
economists often insist upon harsh austerity policies. If, however, such 
policies lead to strikes, street riots, and the downfall of any government 
that pursues them, the prospects for their success and sustainability 
are poor. 

Beyond our emphasis on the political foundations of international 
economic order, a number of important themes shape our perspective on 
globalization in the world economy: 


e While globalization continues to strengthen bonds of mutual depen- 
dence among societies, the process of global integration is uneven 
and incomplete. 

e Globalization has important distributional consequences within and 
among nations. Globalization creates opportunities for some and 
risks for others. 

e While the global integration of markets is driven by economic incen- 
tives that drive the behavior of firms, the degree, shape, and impact 
of globalization are also profoundly shaped by the political interests 
of states and the rules that states together devise for governing the 
world economy. 


International Political Economy 15 


e There is no single path to development but rather multiple paths that 
are shaped by varying mixes of resource endowments, historical lega- 
cies, institutional contexts, and societal values. 

e The center of economic and political power in the world economy is 
shifting from West to East, with the rise of China and other emerging 
powers gradually eroding the traditional dominance of the United 
States and the European Union. 

e The simultaneous rise in global population levels and per capita 
consumption is placing enormous strains on the natural environment 
upon which all economic activity depends. In particular, the global 
economy in this century will be profoundly shaped by global warming 
and the transition toward a post-fossil fuel future. 


Organization of the Book 


This book is divided into three parts. Part I provides background on poli- 
tics and economics that readers will find essential to understanding the 
remainder of the text. The present chapter addresses the relevance of inter- 
national political economy and reviews the key theoretical perspectives 
that have defined debates within the field. Chapter 2 introduces the basic 
economic and political concepts that are most commonly employed in the 
study of international political economy. Chapter 3 assesses trends in the 
globalization of the world economy and outlines three alternative perspec- 
tives on global governance. Chapter 4 focuses on the rise, demise, and 
reemergence of liberal economy order and the roles that two hegemonic 
powers — Great Britain in the nineteenth century and the United States in 
the post-World War II period — played in laying the conditions necessary 
for a more open and stable international economic order during their 
periods of dominance. 

Part II turns our attention to the competitive dynamics of contemporary 
globalization. Chapter 5 examines international trade and the growth of glo- 
balized production networks. Chapter 6 explores empirical and theore- 
tical perspectives on divergent patterns of wealth and poverty in the global 
economy. Chapter 7 focuses on the international financial system. Chapter 8 
examines the ways that states and firms maneuver to gain advantage with 
respect to one another. Chapter 9 examines the rapid rise of Asia — especially 
China — to a central role in the global economic order and the consequences 
of this shift in political and economic power for the system’s future. 

Part III addresses questions related to the sustainability of globaliza- 
tion and the economic order upon which it is based. Chapter 10 explores 
the challenges of providing the food and health care for a global popula- 
tion that is simultaneously growing and aging. Chapter 11 focuses on 
environmentally sustainable development and cooperative efforts to 
combat threats to the global commons. The concluding chapter considers 
various alternative futures for globalization in the world economy. 


16 Politics and Economics 
Conclusion: Competing Perspectives 


Globalization is an ongoing historical process that is reconfiguring relation- 
ships among states, firms, and markets on a global scale. International polit- 
ical economy is an interdisciplinary field of study that provides useful 
concepts and analytic tools for understanding globalization. Scholars 
working within the international political economy tradition represent 
varied theoretical schools, each offering a different perspective on the rela- 
tionship between politics and economics in the global economy. Chief among 
these schools of thought are liberalism, realism/statism, and Marxism. This 
book draws upon all three theoretical perspectives while stressing throughout 
the primacy of politics in guiding the process of globalization. 


Key Concepts (see Glossary) 


Class Marxism 

Dependency Neoliberalism 

Free Trade Protection(ism) 
Imperialism Realism 

Liberalism State 

Market Failure Statism 

Markets World Systems Theory 


Discussion Questions 


1 In our local community, which economic groups benefit most from 
globalization? Which groups are hurt most by globalization? 

2  Froma liberal perspective, what role do international institutions play 
in overcoming the collective action problems that otherwise impede 
the development of free market exchange across national borders? 

3. Which kinds of state intervention in markets might be advocated by 
realists or statists even if they are objectionable from a liberal point 
of view? 

4 We often think of globalization as an economic phenomenon. But in 
what ways is globalization a process also influenced by political factors? 

5 From William Robinson’s perspective, how has the globalization of 
production networks altered the principal political cleavages within 
the global economy? 

6 What does each of the three main perspectives on international polit- 
ical economy — liberalism, realism/statism, and Marxism — contribute 
to our understanding of globalization? 
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